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The "small Farmer credit: profitability and Repayment" project was

originally structured so that the two project components, represented by

project numbers 1134.01 and 1134.02, would run concurrently for a three

. year LOP beginning in September 1977. ."hese tNO components have become

out of phase due to extenuating circumstances beyond the control of the

. cooperating institutions or the project managers as discussed under

, section 13. AS a result the component being implemented by Colorado State

university, 1134.02, was extended for one additional year at no additional

cost through a specific amendment to cooperative Agreement i\ID/ta-cA-3.

'1'herefore this PES represents a final evaluation for Oklahoma State

unIversity and an annual evaluation for Colorado State university.



project NO: 931-1134 small Farmer Credit: profitability and Repayment
Sub agreements .01 Oklahana State nniversity

.02 colorado State university

CGa(; NO: AID/ta-cA-l ~ BMA-2 Oklahcma State university
AID/ta-CA-3; BMA-6 Colorado State university

. 13. surrmary
A. Overview

This Project was approved and Cooperative Agreements drawn between
AID/bSB/AGR/ESP and Oklahoma state Tlniversity an~ Colorado State

: university in September 1977. At that time, certain steps had previously
been taken by the AID project design team in locating the project sites

• and cooperating host country institutions. After traveling to the
philippines, at the request of USAID/P, discussions were held with the
Farm Systems Development Corporation [FSOC]. The design team (which
included the proposed university project coordinator) reached a tentative
agreement to locate one component of the total research effort in the
Philiwines. Similarly, the design team (which included the proposed
second university project coordinator) traveled to Honduras, at the
request of USAID!H, and held discussions with the Banco Nacional de
Formento at which time full agreement was reached regarding location of
the second research component in Hondun.s. However, after the project
funds were obligated to the two cooperating u.S. uni~ersities and initial
preparation was well underway the USAID!P informed AIPIW of a change in
attitude of the FSDC regarding cooperation with the project. Although
not elsewhere documented in the project files, the unofficial reason for
this change in attitude came about when the ~SDC came to understand that
Dr. Ronald 'l'innermeier of Colorado State university (CSU) would be
overall project coordinator and not in-country principal investigator.
After learning of this, FSDC suddenly lost interest in this project.
'T'hey were convinced that anyone other than Dr. Tinnermeier would be
"second rate", which they were not interested in. Hence, the FSDC
definitively rejected the project. Therefore, in the Spring of 1978, CSU
had to drop the plans made and search for another possible project site.

Through Dr. Tinnermeier's professional affiliation with the international
finance/development cQImlunity, csn was contacted through the
USAID/Nicaragua by officials of INVTERNO , a development finance
lnstitution in Nicaragua. After traveling to Nicaragua, agreement was
reached by USAID/N, AID/W, and CSU to locate the research project within
TNVTERr'K). ~gain, CSU proceeded to make substantive technical, logistical
and personnel arrangements. Unfortunately, during this period Nicaragua
was experiencing civil unrest associated with a change of government. In
November of 1978 the USAID/N informed 2\ID/W to delay planning pending the
outcome of the coup d' etat. At this point, a full project management
canmittee meeting was held (concurrent with a regularly scheduled annual
review) in Stillwater, Oklahoma. In attendance were representatives of
DSB/AGR/ESP, SER/C.~/COD I CSU, OSU, I'NVIBRNO. The decision. was made to
continue ma.king administrative arrangements to make the move to Nicaragua.
If by January 15, 1979 no reduction in the political instability was
evident the project would cancel plans to locate in Nicaragua. on
January 15, 1979 it was fairly obvious that the Somosa regime in
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Nicaragua was facing an even more serious challenge. Security could not
"be guaranteed for the project team and the decision was made by the AID
project manager to cancel out.

In early November of 1978, the USAID/DOminican Republic learned of the
project and problems of initiating work in Nicaragua. ~he ROO, Eric
Shearer, made a call to the AID project Manager in Washington requesting
that the principals involved visit the fJSATD in Santo DOmingo for the
purpose of possibly locating the research in the Agricultural Bank of the

. DOminican Republic. Due to the high level of uncertainty regarding
successful ~lementationwithin Nicaragua, Dr. ~innermeier and Karen
Wiese travelled to the Dominican Republic (DR) in late December, 1978 to

. initiate discussions with the USAID and the host institution. ~entative

agreement was reached among all parties to locate in the DR if Nicaragua
became impossible. contingency planning was begun by CSU. In late
Spring, 1979 Dr. ~innermeier finalized a Memorandum of understandi~

between CSU and the Ag Bank. A plan of work was drawn and a principal
investigator was hired. In July, 1979 the principal investigator arrived
in the oaninican Republic, accompanied by a research assistant.

Meanwhile, all necessary planning was completed and a principal
Investigator from. Oklahoma State university (OSU) arrived in Honduras, to
be joined later by a research-assistant, in July, 1978. ~hereafter, work
progressed reasonably well on the Honduran component with only minor
problems associated with logistical support for the in-country research
team.

B. Technical Accomplishments
L HOnduras

The research activities of the oklahoma State university
. project team were designed in support of the following project objectives:

1) to improve the farm management information base~

2) to improve small farm loan pOlicies of the BNF~ and
3) to tffiProve the admininstration of the small farm loan

portfolio of the BNF.

project activities were organized as follows:

I. Data Gathering and processing
A. Loan Files
B. Farm Records
C. Enterprise Budgets
D. Prices

II. Loan Administration
A. Loan evaluation policies/procedures
B. . Client Classification
C. Developnent of Field Offices Manual
D. Experiment with Group Loans
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III. 'T'raining programs
A) Farm Financial Analysis
B) Investment Analysis
C) Farm Records

·The objectives in support of the project activities were stated as:

1) Improvement of Farm Manage~ent - through the generation of
specific enterprise budgets, bnplementation of a farm records keeping
system and by performing whole farm analysis.

2) Improve BNF credit administration - through revision of loan
processing procedures, revision of loan evaluation criteria, reduction of
_d~fault rates and administrative costs experienced by the BNF.

3) Improve BNF institutional capacity to usefullv bnplement and
maintain reforms suggested as a result of the applied research efforts 
through training of BNF employees.

At project conclusion (9/30/80) there had been no realization of reduced
default rates/or administrative costs. Further, whole farm analysis had
not been performed.

The reader is referred to section 22 for special comments regarding
significant problems encountered and lessons learned during
implementation of this project component.

2• Daninican Republic
The activities being done by colorado state university in the

oonimican Republic are directed toward the overall objective of
developing methodologies which credit institutions in LDCs can use to
carry out analysis which can improve credit policies and programs, and
impact upon the repayment problem. The project includes three major

. activities as follows:

(1) The development of budget analysis and cost-effective
data collection methodologies;

(2) The analysis of collected data and utilization of the
results by the cooperating host-country institution: and

(3) The.dissemination of the developed methodologies and their
results within the host country and other developing
countries.

'"('he specific in-country work has centered around four major tasks: enter
prise budgets; farm record keeping: training of Bank personnel: and the
institutionalization of the analytical capabilities. All four activities
have been underway since August, 1979.

14. Evaluation Methodology

The purpose of the evaluation was to measure the progress of the
project and if appropriate to recommend adjustments to improve
implementation. Of particular importance was the objective of evaluating
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Oklahoma state university's accomplishments since their portion of the
'project has been completed. The evaluation of the component being done
b9 Colorado state university was s~ly a measurement of their progress
to date since their portion of the project has one more year of
existence. This evaluation reviewed the obligations and accomplishments

. of OSU. AID's project manager is satisified that OSU has fulfilled their
obligations as agreed to in the cooperative agreement. ~he participators
in this Annual Review included: Ralph Conley, AID/Honduras; Karen Wiese
and Ralph Hanson, AID/AGR!8PP; Ken Nobe, Ron ~innermeier, and Tom nickey,

. colorado state university~ and Dan Badger, Loren parks, Harry Mapp, Jim

. Osborn, Odell Walker, Dean Schreiner, Joe williams, Frank Baker, Hugh
Rook, Bill Abbott, and Charles Browning, Oklahoma State university. Kurt

'Rbckman, former research assistant in Honduras, also participated.

15. External·Factors

several major external factors had significant linpact on the timing
and effectiveness of ilnplamentation of this project. The first external
factor which served as a constraint was the problem colorado state
university had in locating a usable setting and cooperating host
institution. Initially CSU was going to do their portion of the project
in the Philippines but administrative problems arose forcing a new setting
to be selected. (See Summary page 1). The project was ready to go in
Nicaragua but the revolution there forced CSU to make another selection.
Finally the CSU component of the SFC project got underway in the Dominican
Republic in July, 1979. These constraints resulted in a delay in project
implementation of two-thirds of the original project life for the CSU
component of the project. AS a result of this delay, the AID/ta-CA-3
cooperative agreement of BMA-6 with colorado State university was ex
tended for twelve months from September 30, 1980 to September 30, 1981
with no additional funding as evidenced by the Action Memorandum dated
6/19/79 and the signed PAP' dated 7/5/79.

Another external factor involved in the CSU/Daninican Republic portion of
the SFC project is the political situation of the Agricultural Bank.
CUrrently the administration of the Agricultural sank is very political
in content, that is, it is a tool of president Guzman. AS a result it
appears no real changes will occur in credit administration procedures
until the Agricultural Bank is depoliticized. This may be changing since
the appointment of a new sank Administrator, Mario Caceres" early this

. year but at this point it is still too early to tell how his apoointment
will affect the proceedings of the Bank.

A third external factor involved in the SFC project was the reorgani
zation of the Agricultural Development Bank in Honduras in May, 1980.
This sudden and severe reorganization by the Honduran government resulted
in a massive change over in personnel at the Bank. Host of the Bank's
management counterparts to the SFC project were purged. Many of the field
workers survived the purge but the result was that the functioning part of
the Bank's management involved in this project was gone.
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Coopers and Lybrand, through a mission. funded project, made specific
recommendations to the Honduran government on how to handle the

· reorganization. Coopers and Lybrand recormnended keeping the credit
component in the Bank but the Honduran decision-makers ignored those
recommendations and as a result many of the o.s.u. trained personnel in
the Bank were no longer in a position of authority to institutionalize

· the credit work. rrhe ultimate result of the reorganization of the Bank
on the SFC project was that the research component was still accomplished
but the longer lasting, institutional affects were basically thwarted •

. 16. Inputs

All inputs listed in the log ical framework are accounted for and
· complete. Given thIS to be true, there are still sane specific points

which need to be made.

(1) Given the fact that this is a research project and the
methodologies being developed were dependent upon cropping cycles,
and furthermore given natural problems inheritant in introducing
the new procedures into the management systen of a large, complex
institution (operating in a heavily political environment) it is
determined that the time frame allowed fo~comcletion of the proj
ect was insufficient.

(2) In retrospect, it is also judged that the budgeting of
in-country project support functions was done too tightly so that
there wasn't enough money to fulfill the dissemination requirements
to AID users. Therefore, additional monies fran an independent
source will need to be budgeted for this purpose.

17. Outputs

The outputs listed in the logical framework are as follows:

(1) Methodology for Budget Analysis~

(2) Development of cost-effective methods of collecting data~

(3) Increased knowledge of factors affecting small farmers'
ability and willingness to repay credit; and

(4) Analysis of impact. of potential changes in credit program
design and ~roved policies related to small farmer credit.

· outputs one and bvo have been completed and progress is being made on the
other two outputs through the combined efforts of the Honduran and
Dominican Republic experiences. Although this is true, an i.mportant
point needs to be made here. The specific workplan for the work in
Honduras changed focus somewhat from the outputs listed in the logical
framework. The objectives stated in the workplan were threefold:

(1) to improve farm management~

(2) to. train BNF employees and other technicians~ and
(3) to improve BNP credit administration.
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All three of these objectives have been fulfilled. AS is evident, there
"was a poor transition from the project paper to the project YlOrkplan.
~he objectives achieved have been consistent with the workplan but
somewhat off-center from the project paper's outputs. The interpretation
of the project paper's outputs were much different than those stated in

. the plan of YlOrk. Therefore, the point of focus was never really on the

.. outputs of the project paper but instead aimed at those objectives in the
workplan•

. 18. purpose

The plrpose of this project is "to develop methodologies which AID
'Missions and LDC'S can use to carry out budget analysis and cost-effective
data collection for small farmer credit programs."

The discussion above indicates that in reality this purpose has
already been achieved through the YlOrk done in Honduras. A further
elaboration on the methodology is being done as a result of the work
being done in the oaminican Republic.

19_ Goal

The stated goal is "to increase small farmers' incomes through
improved desiqn of rural credit policies." It is felt that progress is
being made toward that goal, as indicated by the discussion above, even
though specific figures are not available to substantiate this belief.

20. Beneficiaries

The ultimate beneficiaries of the project will be small farmers of
developing countries who will have easier access to credit as a result of

. improved methodologies of diSPersing the credit. The direct beneficiaries
are the small farmers in Honduras and the Dominican Republic and the
corresponding personnel within the appropriate institutions involved, ie.
the Agricultural Banks in each country. This project will also increase
the knowledge base on data collection and farm record keeping in LDCs and
thus benefit all professionals involved in small farmer credit.

21. ·unplanned Effect

Not pertinent at this time.

22. Lessons Learned

A. There needs to be a thorough job of pre-project preparation on
the part of the design team. ~his project demonstrated a lack of
adequate pre-project preparation on the part of the AIDIN design
team which resulted in several problems. ~he lack of a project
location for the Colorado state university portion of the
project caused significant delay and subsequently jeopardized
the research expectations of this project. This needs to be
analyzed in terms of the loss of real purchasing power due to
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the loss of time. One needs 'to look at the projected
expenditures vs. actual expenditures for 1977-8 and 1978-9 and
then take the difference to figure the loss of purchasing power
due to unexpected increases in inflation. This will illustrate
how much money was "lost" during the time when no substantive
work was being performed by CSU. Also, the agreement drawn
between AID and CSU and CSU's internal budgeting and accounting
computerized procedures continued to allow for administrative
costs to be paid at a rate not commensurate with the actual
level of effort of the institution from september 30, 1977 to
July 1979. These are direct costs borne by all parties, which
are not related to any progress toward the objectives.

B. Problems arising from USAID not having or adhering to printed
mission policy regarding logistical support for contractors 
Verbal agreements should not be made by USAID staff due to the
rapid turn-Oller of AID personnel. One person I s handshake is
meaningless once this person is gone.

C. Problems arising from the USAID induced pressure on contractors
to "cooperate" with various individuals and other contract
groups working in related subject matter areas. The
"contractors" under this project were suggesting that the USAID
should fill this role via their own relationships with their own
contract groups. If for professional reasons contractors need
to cooperate, they should be left to identify the needs, areas,
and extent of such a cooperation. This cooperation should be
determined by the objectives of the work being performed.

D. Problems arising from inadequate attention being paid to the
actual requirements of "research" projects by AID during the
design stage. The contractors [collaborating u.s. universities]
would like:

- more flexibility with the time period (beyond the
usual 'three years) to soecifically allow for unantici
pated delays in implementation and adequate lead time:

- to be more involved in the identification of the host
country and host institution: and

- more line item flexibility of the budget for research
projects which have a fixed maximtnn.

E. Inadequate attention is paid to the Agency planning DOCtnnents
(CDSS) during project design. In this regard, it may be
possible for DSB to fund pilot studies which will lead into
USAID funded activities in which the work initiated under the
pilot study is not significantly disrupted while AID gets its
funding expenditure, or lost altogether because of no AID
funding to expand the pilot work, if successful.
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F. The collaborative - cooperatlve mode of "contracting" should
consider explicitly in the budget development the need to build
in specific line item funding to allow for inter-institutional
"cooperation" such as seminars, etc.

G. Confinement of the scope of activities under an aoplied research
project is considered problematic for the project's principal
investigator. Expansion, or request/pressure for exoansion, of
activities to be undertaken by the project team is a natural
condition (and should be expected and planned for) if working in
LDCs given the obvious breadth of problems facing the
institution. The principal investigator is then faced with the
inherent constraints on time available to perform the work
necessary to accomplish project objectives while trying to be
responsive to real problems facing the host institution which
lie outside of the project design.

H. The experience of the project principals suggests that in
applied research projects one should confine project activities
to a small geographic area at first. This allows the project
team to work out the "bugs" of their approach on a small scale
before expanding to a regional or national scope.

23 • Attachments:

A. Contractor Performance EValuation Report, page 9.

B. Logical framework, page 10.
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Methodologits developed ui11 b. a'7 1;IPeriodic project progress -reports
ad to tvo country speeil:!.c lQcat~..~rJ.

1',

. Auumptlons i~r ac.'li....ing euq:uu:

~o a9propriate co~~tries ~ill colla!
'orata. in project participati.on. QuaL
fted pC!rsonnel ~ill be avai.lable.

Inputs:
1. ?er~otm.l

Z. ~at1 ~ollsc~~n and
~. ~a3~arch ~~pp~~~

($000)
390

!r.llysis 210
140

$750

Impl.rr.;rnration T~r~,: :Tv~: L-::l ':::::.:;1::::,/1 f
!be p-roj~ct ~r.Lll be ca=~ie~ ~~t !Cooperative Agreements
by O:l~ c:: :-:10 land. ir2.~t: '..:.::!.l.'".f:!t's~.t:ia!

i:I. collaboraticn ...-ith ~sc:'!::::iclt" :.=
at 1~a5e ~;o LDC'~ ~!i~ a :~~~a=~-

tl"1li! 2.G~ae"t~::.: to c:J:ld i:h!! r:!~lli=i!ci

tech!l:!.C3.1 :.3e!:"',,;'!.c~5 il!'td t,,-tll =,!,:,{1.t.~r~

at laase ~~rae ja~rs tc c~=?~a~a.

undertaken.
AssumPtions for providing inputs:

ros and. LDC institutions a~ailable an,
~illin6 to participate.

\
'.


